ABSTRACT
Introduction
Strategy-based views (SBV) and resource-based views (RBV) can be considered as the two dominant views that emerged in explaining firm performance through the competitive advantage paradigm. These two views argue that a firm can gain competitive advantage and thereby achieve a superior performance by the execution of superior strategies and by the possession of unique resources respectively. Even though the final outcome, superior performance, is the same from both perspectives, the researchers viewed it from those of the strategies and resources of a firm. Similarly, to the two direct relationships mentioned above, there could also be a relationship between core resources and performance via core strategies. That is, there could also be a relationship between core resources and strategies of firms or there could be a relationship between the two perspectives: RBV and SBV. Accordingly, it can be argued that the ability of a firm to pursue a particular strategy is dependent on what resources that firm has. That is, the choice and the ability to perform a particular strategy can be highly dependent on the resource strength of a firm. Therefore, this study was conducted with a view to examining whether there is a relationship between core resources and strategies of firms and, if any, to determine the strength of the relationship.
Strategy-and Resource-Based Views
Porter's generic competitive strategy view gave the most substantial contribution to the SBV when he considered two basic types of competitive advantage: low-cost and differentiation (Porter, 1998) . Even though Porter considered that these two strategies are basically incompatible, many questioned their mutual exclusiveness (Phillips, Chang and Buzzel, 1983; Hendry, 1990; Miller, 1992) . Therefore, the identification of a wider range of strategic options at the value chain level is considered to be good as it provides more flexibility in planning and reaching the goal of superior firm performance (Faulkner and Bowman, 1992; Miller and Dess, 1993) . Unlike SBV which stresses the importance of choosing a product market position, the RBV raises the importance of firm resources and capabilities in competition and the theoretical background was strengthened by the work done by many researchers (Wernerfelt, 1984; Barney, 1991; Grant, 1991; Peteraf 1993; Collis, 1994) . In all these studies, the competitive advantage of a firm was viewed through the resource aspect where resources were defined as anything which could be thought of as a strength or weakness of a given firm (Wernerfelt, 1984) . But Barney (1991) pointed out that a firm could achieve a competitive advantage only if the resources have attributes: they must be valuable, rare, imperfectly imitable and there cannot be strategically equivalent substitutes.
Even though, RBV was raised due to the weaknesses in the market driven approaches in achieving a superior performance, Haanes and Fjelstad (2000) by examining the pharmaceutical industry based on the RBV and SBV argued that both perspectives are complementary. They concluded that it is essential to incorporate both views -since value creation result from the activities in which the resources are applied. A similar argument was raised by Day and Wensley (1988) when they pointed out that sources of competitive advantage are important in determining positional advantage. Performance outcomes are considered to be a consequence of relative superiority in the skills and resources a business deploys due to positional advantages. Similarly, Bharadwaj, Varadarajan and Fahy (1993) , by developing a contingency model of sustainable competitive advantage for service industries, argued that superior skills and resources do not automatically give a business a competitive advantage. They indicated that they provide only an opportunity for it to leverage its skills and resources to achieve cost and/or differentiation advantage. However, almost all the studies have used individual perspectives in assessing firm performance (Wagner and Digman, 1997; Dess et al., 1997; Kamalesh et al., 1997; Miller and Shamsie, 1996; Majumdar, 1998; Wolff and Pett, 2000) and none of the studies conducted so far has tested the relationship between these two views. Therefore, this study was conducted with the aim of examining the link between the two views: RBV and SBV.
Data Collection
This study was conducted based on data gathered from a group of Value-Added Tea (VAT) producing firms in Sri Lanka. The initial list of firms was drawn from the Ceylon Chamber of Commerce, Sri Lanka where 90 firms were registered under the category, tea in 1999. However, only 58 firms indicated that they were involved in VAT production in 1999. The number of firms in the sampling frame was further reduced to 47, after considering the subsidiary firms coming under a main company as part of the main company in conducting the survey. Personal interviews were conducted among 34 firms by using a pretested, structured questionnaire. Due to time restrictions, 4 firms sent their questionnaires by post and 2 via email. All these 6 firms were contacted again over the telephone in order to resolve inconsistent answers and complete unanswered questions. Although there were 47 firms engaged in VAT production in 1999, only 40 responded to the survey, giving a response rate of 85 per cent.
Variable Measurement
Previous studies have revealed that some of the variables have been used to explain both these views. This has created confusion in classifying which variable should be grouped under which view. Therefore, in the study variables that represent "what the firm has" were classified under the RBV, whereas variables that represent "what the firm does" were classified under the SBV. Further, as pointed out by most of the previous studies, only the specific strategically important resources and strategies were considered in the study. These core resources and strategies that can act as sources of competitive advantage were identified under six dimensions each.
Six dimensions of core resources that were selected for this study were scale, skill, brand equity, managerial talent, experience effects and backward integration. Scale economies were considered to be an important resource that leads firms to achieve competitive advantage (Bharadwaj et al., 1993; Ma, 2000) . However, a number of studies have used different variables as proxies for scale. But in this study, size and the multibusiness nature of a firm were proxied through the variables, number of employees in tea and their involvement with businesses other than tea. Employee skills are commonly used in representing the superior skills possessed by a firm (De Vasconcellos and Hambrick, 1989; Hyvönen and Kola, 1995; Nakos et al., 1998) . Similarly, in this study skilled employees in secondary processing and packaging (the two most important steps in adding value to tea) were considered in representing the skills possessed by a firm. According to Aaker (1991) brand equity consists of brand loyalty, name awareness, perceived quality, strong brand associations and other assets such as patents, trademarks, and channel relationships. Although a brand with strong brand equity is a valuable asset, its actual measurement is difficult ( Kotler and Armstrong, 1995) . Therefore, in addition to the ownership of a brand name, VAT production under own brand was used as a proxy for brand name awareness. Managerial capability is considered to be important in coordinating, integrating and reconfiguring multiple streams of competencies and deploying them strategically to exploit changing market opportunities (Govindarajan, 1989; Castanias, 1991) . Therefore, managerial experience in tea related activities and managers' education level were used as proxies for managerial talent. Industry familiarity as measured by the length of experience in current and closely related industries is considered to be an important determinant of firms' performance ( Govindarajan, 1989; Nakos et al., 1998) . Therefore, firms' experience in VAT production was considered in representing experience effects. The last dimension, backward integration, is considered to be an important source of competitive advantage and innovation for firms (Porter, 1980; Cartwright, 1991) . Therefore in this study, firms' ownership of tea plantations and/or primary tea processing facilities were considered as backward integration.
Similarly, six dimensions of core strategies -production, marketing, promotion, product innovation, quality and competitive strategythat are common to the majority of the industries were identified based on previous research. In terms of the production related strategies, many studies have considered a broad range of products, procurement of raw materials, capability of manufacturing speciality products and production method as important strategies ( Dess and Davis, 1984; Hyvönen, 1995) . Therefore, in this study five variables, outward foreign direct investments in VAT production, total tea imports, VAT production intensity (calculated based on proportion of VAT to total tea produced and expressed as a percentage), and perceived importance attached to secondary processing and packaging in achieving competitive advantage were considered as strategies that are related to production. Some previous studies have considered whether to market the product under manufacturers' brands, or private labels, what proportions to market under different brands and which markets to cater for as important strategies related to marketing (Hooley et al., 1992; Hyvönen and Kola, 1995) . Therefore, in order to represent this marketing dimension four variables; proportion of lowgrown and high-grown tea 1 used in VAT production, proportion of brand marketing and proportion of tea exports, were used. Two variables, advertising intensity and use of trade fairs in promotion and seeking new markets, were selected to represent promotion-related strategies. These promotion strategies are considered to be highly important for a firm in achieving a competitive position over its rivals (Davies and Geroski, 1997; Nakos et al., 1998) . Research and development intensity was used to represent the product development strategies of a firm, as this is considered to indicate its unique endowments, technological lead and advancement ahead of its competitors (De Vasconcellos and Hambrick, 1989; Cohen and Klepper, 1996; Porter, 1998) . Quality is considered as a distinct dimension of competitive strategy and as an important process in a firm's operations that can lead it to develop competitive strengths over its rivals (Porter, 1980; Campbell-Hunt, _____________________________ 1 In Sri Lanka, the low-grown tea is strong and dark in colour and is usually marketed in countries where there is a high level of preference for strong tea. But high-grown tea is mild and lighter in colour and is usually marketed in countries where there is a higher level of preference for mild teas. Therefore, the type of tea used in producing VAT was considered as the best approach in measuring the targeted consumers in marketing VAT. 6 2000). Therefore, in the study the adoption of the "Lion logo 2 " was considered to be a proxy for quality based strategies. Many studies have used the competitive strategies of a firm to capture its overall competitive position (Hooley et al., 1992; Hyvönen and Kola, 1995) . Similarly, in this study three variables, namely, brand name and product innovation as the perceived basis of competitive advantage, emphasis on low-cost and differentiation in producing VAT were selected to represent the overall competitive strategy dimension of a firm.
Results and Discussion
Prior to the application of statistical techniques, multivariate outliers of the 10 core resource and 16 core strategy variables that were selected to represent the resource and strategy-based sources of competitive advantage of a firm were tested by using the Cook's distance statistic.
An outlier, which represented one of the governmentowned organisations that produces a very low level of VAT, but which was backward integrated and represented a large number of employees, was deleted to overcome the influence of extreme values. This was considered to be important as the factor analysis is sensitive to outlying cases ( Coakes and Steed, 1999) . Later, the factor analysisthe most commonly applied method in addressing the structure of variables (Child, 1970; Malhotra, 1999) ( Hoek and Esslemont, 1989; Krause et al., 1995) . Further, the application of factor analysis to the original variables was especially useful in performing the canonical correlation as the application of factor scores for the canonical correlation analysis simplified the interpretation of results by having similar matrices of structure and canonical coefficients.
Results of the factor analyses after the varimax rotation revealed four underlying patterns of core resources and six underlying patterns ____________________________ 7 of core strategies. These explained 72% and 73% respectively of the cumulative variances of the models. The number of factors was retained by using a combination of eigenvalue, scree plot and cumulative proportion of variance. Criteria for the significance of factor loadings were considered to be ± 0.394 (Child, 1970) . The factor labellings were primarily done based on the high factor loadings and the results are presented in Tables 1 and  2 . Results of the factor analysis with respect to core resources showed that the first factor is represented by the sources of competitive advantage, skilled employees, managerial experience and involvement with tea alone. However, the brand ownership as a source of competitive advantage negatively contributed to describing factor one. Therefore, factor one was labelled single product-skill based. Due to the high representation of sources of competitive advantage, size of the firm, brand awareness and experience in VAT by factor two, it was labelled firm size and brand awareness based. Factor three showed that the sources of competitive advantage, backward integration and brand ownership, positively contributed to describing factor three, whereas the experience in VAT as a source of competitive advantage negatively contributed to describing factor three. Therefore, it was labelled ownership and experience based. Factor four was explained only by the variable managerial experience and, as all the other variables showed an insignificant association, it was labelled professional knowledge based.
Results of the factor analysis with respect to core strategies showed that the first factor was highly positively associated with the sources of competitive advantage, importance attached to secondary processing and packaging and overall strategy differentiation. Thus, this factor was labelled VAT production oriented. Due to the high level of association of the variables that represented targeted consumers in marketing VAT, factor two was labelled consumer preference oriented. Factor three was highly positively associated with four of the sources of competitive advantage, research and development intensity, advertising intensity, VAT production intensity and highperceived competitive advantage. These four variables represented product development, promotion, production and overall strategy dimensions that could be considered extremely important for a firm in developing a unique position. Therefore, it was labelled differentiation oriented. Given the higher representation of sources of competitive advantages related to exports and quality, factor four was labelled exports and quality oriented. Factor five was positively associated with two of the sources of competitive advantage, tea imports and outward foreign direct investment. Both these variables showed the production and marketing strategy dimensions of a firm that is achieving, along with higher global integration; hence it was labelled global strategy oriented. The last factor was positively associated with only two variables, proportion of brand marketing and overall low-cost strategy. Therefore, it was labelled brand and cost oriented.
In order to assess the relationship between the two perspectives a canonical correlation analysis was performed by using the package SAS ® (the Cancorr procedure). Thereby, the degree to which the strategy patterns within firms could be accounted for by their resource patterns was examined. This technique was used mainly because the variables that are dependent consisted of more than one variable. The six strategy patterns that resulted from the factor analysis were considered as the dependent variables, and the four resource patterns that resulted from the factor analysis were considered as the independent variables in the analysis. This canonical correlation analysis forms a linear combination of independent (X) variables, as a linear combination of dependent (Y) variables, which are known as canonical variates. The patterns of association within, and between, the two sets are important in identifying these linear combinations between two sets of variables. Therefore, it is essential to test the null hypothesis to determine whether or not the two sets of data are unrelated 3 . This was tested by using the test statistic Wilks' Lambda. The Wilks' Lambda value was 0.16 with an F-ratio of 2.93. It was significant at the probability level of 0.0001. Therefore, the null hypothesis that two sets of data are unrelated must be rejected. This showed that the two sets of data were significantly related. Since the analysis used two sets of factors as dependent and independent variables 4 , within-set correlation matrices were identity matrices. However, the matrix of intercorrelations between the two sets of variables revealed high positive correlations among few variables (Table 3) . S 5 and R 2 were highly positively correlated with a ____________________________________________ 3 According to Clark (1975, p. 17) , the null hypothesis that the two sets of data are unrelated is tested by use of the chi-square. The test statistic is known as Wilks' Lambda and is derived from the canonical variates. According to Wollenberg (1977, p. 212) , when two sets of factors are used in the analysis the explained variance of the variables in each set is a maximum. According to Levine (1977, p. 34) , submitting two sets of factor scores to canonical correlation analysis eliminates the problem of difference between the weights (canonical coefficients) and structure matrix. But the canonical variates will be composites of composites -leading to interpretation difficulties. coefficient of 0.65 (strategy pattern, global strategy oriented and resource pattern, firm size and brand awareness based). The second highest correlation of 0.41 was seen between the variables S 3 and R 3 (strategy pattern, differentiation oriented and resource pattern, ownership and experience based).
The canonical analysis with 6 dependent and 4 independent variables resulted in four pairs of canonical variates (since the number of variables in the smaller set of data was four, four pairs of canonical variates resulted). The first pair of canonical variates provided the maximum possible correlation and the canonical correlation ( r c ) was 0.83. This indicated that these two canonical variates were strongly correlated (the r c ranges from 0 to +1.0). The other three pairs of canonical variates showed canonical correlations of 0.59, 0.42 and 0.19 respectively. Although four pairs of canonical variates resulted, their importance was considered through the significance of canonical variates. The F-test results showed that only the first pair of canonical variates was significant at the probability level of 0.0001. Therefore, the interpretation was based only on the first pair of canonical variates. Similarly, the eigenvalues also indicated that only the first pair explains the highest total variance that two sets have in common. The relevant statistics are presented in Table 4 . As pointed out earlier, both matrices of canonical coefficients and canonical structure 5 were similar as the analysis was conducted by using factor scores. This has avoided problems in interpretation. According to Table 4 , it is clear that, among the strategy patterns, the variable S 5 (global strategy oriented) has contributed most to the first variate -and it also showed the highest correlation with the variate. The least contribution was given by the strategy pattern S 2 (consumer preference oriented). Similarly, among the resource patterns the The matrix of canonical coefficients show the direct contribution of each variable to the composite, whereas the matrix of canonical structure shows the correlation of the original variables with the canonical variates. variable R 2 (firm size and brand awareness based) has contributed most to the first variate, and it also showed the highest correlation with the variate. The least contributed resource pattern was R 1 (single product-skill based). Initially, this high association was clearly evident from the correlation coefficient of 0.65 between S 5 and R 2 .
The redundancy coefficients were calculated based on the canonical structure in the canonical correlation analysis as it is important in determining how much of the variability of one set of variables is explained by the other. Results of the analysis showed that only 17% of the variance of the dependent set of variables (Y) and 25% of the variance of the independent set of variables (X) were captured by the first pair of canonical variates (Table  4 ). The first pair has captured a higher variance from the resource patterns than the strategy patterns in the model. This was evident also from the higher contribution of R 2 to the first pair of variates _ unlike the strategy patterns. However, the redundancy coefficients 6 showed that only a proportion of 11% of the variance in the dependent set was explained by the first variate of the independent set of variables. Over the four solutions, a proportion of 21% of the variance of the dependent set was explained by the four variates of the independent set of variables. This conclusion seems to be intuitively clear and it is further proved by the canonical R-squared (r 2 c ). According to Levine (1977) , the canonical R-squared (r 2 c ) in the redundancy analysis shows the share of the variance of one set which can be accounted for by a canonical variate from the other set, or the proportion of the variance of one variate which overlaps the other. Therefore, the r 2 c value of 0.687 pointed out that the first variate of the Y set of variables shares 69% of its variance with the first variate of the X set of variables. This showed that, even though the first variate of the Y set of variables captures 17% of the variance of the dependent set of variables, it shares 69% of its variance with the first variate of the independent set. (This also proves that the first variate of the resource patterns explains only 11% of the variance of the strategy patterns). But only the first variate has extracted a considerable share of variance from the dependent set of variables, and in all the other variates the independent set of variables shared the most. These show the proportion of variance explained by the opposite canonical variables.
Conclusions
On the whole, the results of the canonical correlation analysis indicated that there is a significant link between the resource and strategy patterns. This was evident from the statistical significance of the first pair of canonical variates. Even though there was a significant link between the resource and strategy patterns, the first canonical variate of the resource patterns explained only 11% of the variance in the strategy patterns. Overall, the resource patterns explained a proportion of 21% of the variance of the strategy patterns of the VAT producing firms in Sri Lanka. However, it could be pointed out that, in general, strategy implementation by the VAT producing firms was weakly explained by the core resource availability of firms. That is, both Sri Lankan VAT producing firms' choice of strategy and their ability to perform a particular strategy are weakly associated with their core resource strength. Therefore, this study implies that firms should give a greater emphasis in uplifting their resource strength with a view to enhancing their performance.
The implication of this for future analysis of firm performance will be that it illustrates the need to assess firm performance through both resource and strategy patterns. Results of the empirical analysis also supported the views of Hannes and Fjeldstad (2000) who have raised the matter of importance of incorporating both these perspectives. If the strategy patterns had been highly conditional upon the resource patterns, then the assessment of performance through the strategy-performance relationship would have provided a broader understanding about firm performance. But due to the weaker relationship between strategy and resource perspectives, an integrated approach that combines both RBV and SBV will provide a better explanation of firm performance. 
